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Dear Applicant:

We have considered your application for recognition of
exemption from federal income tax under section 501(a) !of the
Internal Revenue Gode as an organization described in section
501(c)(3). Based on the infomation‘%ubmitted, wa have concluded
that you do not qualify for exemption .under that section. The

basis for our conclusion is set forth bélow. :

You were incorporated on , , under tha laws of
. Your articles of incorporatf:i;on were amended on

to include the requisite! language to sati £y the
organizational test of section 501(c)(B) of the Code. Yol.xr:I stated

purposes also include: ",..[T]he education of the public regarding
h, _and the intervention in matters before k
to protect ‘the interests of GNP
against unnedessary rate esc Iation."

[

! i
In your application, you descriqug. your activities as follows:

The primary activities of the corporation involye
intervening in matters ‘
and educating the public re ardihg
*nd;)romoting public awarerness of
The corporation, by way of ‘legal counsel, has
intervened in matters and appealed decisions made by the

on behalf of the interests of
individual consumers and small ‘businesses in QP and

I i
The  corporation publishés, newsletters ahd
participates in panel discussions to inform the public of

CRENEN which affect ’ in this statg,‘
and to inform the public of : nationwide.

. The purpose of the co_rporatj;op's activities is to
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promote a collective interest iin protecting against
unnecessary @i nd consumer abuses. f

You have also stated that you int4nd to provide information to
the general public and your members regarding @ which
affect them, _specifically information on the regulation of

‘and how those reguliations affect them.[ It is
expaected that as a result, some of the individuals and members may
be inclinéld to correspond with their state legislators to iq'fluence
legislatien in this respect. However, t&du are not intended to form
a lobbying group. Members will not |be actively encouraged to

contact state legislators or any other! political figure, group, or
entity. o ,
You state that you do not intendi to devote more than Gmmgy
B (@) of your funds and resources to educating th.:? public
n this manner. The majority of your resources will be used for

, aﬁpealing :agency decisions and interv:e;nijng in matters on bdhalf of

ith your application reveals
you expended approximately percent

of your total revenue, and projected and (e

and @B1) respectively for m, as salary

to 5, your attorney, for legal services
rendeied consistini of litigating matters before the h

In response to a request for q
stated thdt your activities consisted
the public on
and in intervenin

Financiii information submitted uith
for P

that
%)

dditional informati?n, you
substantially of educatin
affecting|them including
in matters before the

" ), which functions as an
administrative body. You stated that nc substantial part of your
activities consisted of lobbying activities, or attempting to
influence ‘legislatjon, and that your activities were confined to
appealing decisions made by the ‘and educating the public on
these issues. You further stated that your activities are primarily
before court system and are less likely to: impact
the legisliative process. - :

i '
You also stated that you were sé]fcted to partiecipate in the
as an advisory counsel member. You state
ere were numerous meetings with the
throughout and that vou
testimony before the
issues. !

ve also given
on various
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Your primary sources of suppo#t' will be donations from

individuals and corporations interested in furthering your
purposes, P .

89ct§on'501(c)(3) of the Code proﬁiﬁes for the exempt'bn from
Fedeza; income tax of organizations: organized and rated
exclusively for charitable or educatiénél purposes. ;
Section = 1.501(c)(3)-1(d)(3)(i)(b) ©of the Incoma Tax
Regulations defines the term "educational" as includjﬂg the

instructicn of the public on subjects yseful to the individual and
beneficial to the community. ;

Section 1.501(c)(3)~1(c)(3) (i) of! the requlations states that

an organization is not operated exclusively for one or more exempt
purposes i1f it is an "actioen" organizagtion as defined :
in subdivision (ii), which provides that:

An organization is an "action" organization if .a

substantial part of its activities is attempting to

influence legislation by propaganda or otherwise. Fbr

this purpose, an organization |will be reqarded s

attempting to influence legislation if the organization:
(a) Contacts, or urges the,prlic to contact,
members of a legislative body for the purpose

of proposing, supporting, or opposing

legislation: or v §

(b) Advocates the adoption; or rejection of

legislation. !

describes one special kind of "actil n" organization. ch an
organization has a main or primary objactive that may be aftained
only by legislation and advocates the: attainment of thdt main
objective as distinguished from engagiqggin non-partisan analysis,
study, or research. | : =

Section 1.502(c)(3)-1(c)(3)(iv) -:ﬁ the regulation:;“1 alsao

Rev. Rul. 62-71, 1962-1 C.B. BSJ ﬁeld that an organ%zation '

which, as. its primary objective, advocated the adoption of a

doctrine or theory which could becdme effective only by the

enactmnent of legislation was not entitled to exemption under
section 501(a) of the Code, since it was an Maction" organization
and thus was not operated exclusively ifor educational purposes
within the meaning of section 501(0)(Sp¢ v :

Jetvs




In Rev. Rul. 80-278, 1980~2 C.H. 175, it was held .that an
organization that instituted and! maintained environmental
litigation as party plaintiff, was .operated exclusivkly for
charitablé purposes and qualified for exemption under  section
501(c)(3). of the Code. 1Its activities included educational
activities within the meaning of section 501(c)(3). TIts principal
activity, however, was instituting litigation as a party plaintiff
under state and federal environmental| 'egislation. .

The rationale for this holding wiéabased on the fact that the

promotion;of conservation and protection of natural resources has
been recognized by Congrass as serving a broad public benefit.
See, e.g., the National Environmental Policy Act of 1969, 42 U,.S.C.
sSection 4321 (1976). Sea alsc Rev. Rbl. 76-204, 1976~1 C|B. 182,
and the authorities cited therein.! .Thus, the organization’s
overall purpose was charitable. P ' !

This ruling also discussed the three situations in which the
Service has previously recognized organizations that engaged in
litigation as being described in section 501(c)(3): (1) laegal aid
societies providing legal assistance : to indigents (Re&. Rul.
69-161, 1969-1 C.B. 149); (2) organizations operated tg defend
human and civil rights secured by lay ‘(Rev. Rul. 73-285, 1973-2
C.B. 174); and (3) public interest] law firms providin legal
representation on issues of significant ipublic interest (Rev. Rul.
75-74, 1975-1 C.B. 152, Rev. Rul., 78=75%,:1975~1 C.B. 154, Rev. Rul.
75-76, 1975-1 C.B. 154, Rev. Rul. 76~5; 1976~1 C.B. 146, ReV. Proc.
7i=39, 1971-2 C.B. 575, and Rev, Proc.i 75-13, 1975-1 C.B. 662).
These types of organizations gene#ally had staff attorneys
providing ' legal representation to outside clients or graups, as
distinguished from the organization i?self being the plaintiff in
litigation. (Rev. Ruls. 75-74, 75-75, .ahd 75-76 were respectively
modified, revoked, and amplified by Rev. Proc. 92~59, 1992-2 C.B.
411, which also modified and supersed§d§nev. Procs. 71-39 jand 75~

13).

You do not have a staff of attorneys used to provide legal
representation to outside clients ior groups. Instead, your
attorney(s) will litigate on your behalf in those instandes that
you choose to intervena in matters before
You do not litigate in |[direct support of s
eral legislation. Unlike the organ zation in the rulin
litigation will primarily involve issues of . This
type of litigation is not an activity described in [gsection
501(¢)(3), nor is it the type discussed in Rev. Rul. 80~278: supra.
Therefore, we conclude that unlike the organizations discussed in
the ruling: (1) You are not a legal aid society providing legal
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assistance to indigents (Rev. Rul. 69~161, 1969-1 C.B. 149); (2)
you are not an organization operated to defend human and civil
rights Secured by law (Rev. Rul. 73-285, 1973~2 C.B. 174); and (3)
you are not a public interest law fim: as described in Rav., Rul.

. 80-278 and Rev. Proc. 92-59, and therefore, your advocacy and
subsequent litigation on behalf of * cannot be
said to further a purpose described in section 501(c¢)(3) of the

our GNP Neyslettar
rom The President” in which
to their state legislative
“and the

The 'representative copy of
( . ), carried a "Message.
he stated "@GPunenmbers have written,
‘representatives in both the
regarding our opposition of
" Also in that issue] was a chart compading two
ills, one which was acceptable o ydu; and the other, you found
objectionable. We don’t believe tha ' this represented ‘a non=-
partisan analysis, study, or research in which you made the!results
available -to the public. Instead, in y;oq’r newsletter, you provided
the comparison chart and suggested to your members thlat they
compare, consider several questions prgs,'entea by you, and ask those
same questions of their legislative representatives. This is the
type of -activity described in, and proscribed by, ‘section
1.501(0)(3)-1(c)(3)(i) and (ii) of th¢ regulations.

Furthermore, because you advocate! he adoption or rejegtion of
legislatidn affecting the“ as a substantial
part of your overall activities, through litigation to pursue that
end, you are an "action" organization as described in section
1.501(c)(3-1(b)(3)(ii) of the regulations. Such an organization is

not described in section 501(c)(3) of the Code. See also Rev. Rul.

62-71, supra. . |

Accordingly, because you do not. &u,alify as a public interest

Y &

law firm, and because we believe jthat you are an "action” '

organization as described in section 1.501(c) (q)-l(b) (3)(ii) of the
regulations, and because you have not| otherwise establis.ed‘that
your activities are either exclusively icharitable or educational
within thé meaning of saction 501(c){(3) of the Code, wel cannot

recognize 'you as exempt under that section.
You wust file federal income tax ireturns,

v contributions to you are not dedvfzot.ible under section 170 of
the Code. 1 oo




You have the right to brotest this ruling if you believe it is
incorrect., To protest, you ghould submit ' a statement of your views,
with a full explanation of your reasoning. This statement, signed
by one of your officers, must be submitted within 30 days'ﬂrom the
date of thlis letter. vou élso have a.rhght to a conferenceiin this
office after your statement is submitted. You must request the
conference, if you want one, when you;file your protest st#tement.
If you are to be represented by someone who is nQet one of your
officers, that person will Need to file a proper power of a%torney
and otherwise qualify under our' |Conference and Practices
Requirements, o : ' :

If you do not protest this rulingiin a timely manner, it will
be considered by the Internal Revenue. Service as a failure to
exhaust available administrative remedies. Section 7428(b) (2) of
the Code provides, ia part, that a declaratory judgement or' decree
under this section shall not be issued in any proceeding unless the
Tax Court, the United States Court- of Federal Claims, or the
District Court of the United States for. the District of Columbia
determines that the organization : involved has exhausted
administrative remedies available to itiwithin the Internal Revenue
Service. i

If we do not hear from you within 30 ‘days, this ruliﬁg will
become final and copies will be forwigrded to your key distriot

Officials will be notified of this action in accordance with Gode

When sending additional letters to; us with respect to this
case, you will expedite their receigt by using the following
address: s ‘ i ;

Internal Revenue Service i
Attn: CP:E:EQ:7:3
1111 Constitution Ave, .

Washington, D.c. 20224 !
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If you have any questions,

name and telephone humber are sho
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DD, Northeast
Attn: EO Group
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plea%eAcontact the person w;
188, h
Wi in;the heading of this gettgi?

!
84 hqrely,
e

:' t ar
Edygrd K. Karcher :
Chlﬁﬁ, Exempt Organizations
Technical Branch 3 n
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